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February 14, 2018

Mr. Thomas Liu

Acting Chairman

Environmental Financial Advisory Board
U.S. Environmental Protection Agency
1200 Pennsylvania Avenue, NW
Washington. D.C. 20460

Dear Mr. Liu:

I am writing in response to your November 28, 2017, letter advising me of the work
completed by the U.S. Environmental Protection Agency’s Environmental Financial Advisory
Board in response to the February 2017 request by the Offtce of Water. We greatly appreciate the
board’s effort to analvze and recommend funding strategics to repair and replace decentralized
wastewaler sysiems,

The board’s report is especially useful since it provides both an analysis of existing
financing mechanisms and identifies potential new funding programs with rccomimendations for
successtul implementation. We appreciate the examples provided in the report illustrating how the
Clean Water State Revolving Fund has successfully funded decentralized systems. We will share
these 1deas with other SRT programs for their consideration. The Pooled Loan and Linked Deposit
Loan Programs are innovative financing mechanisms that we intend to further explore. Lastly. the
“PACL"/Tax Lien Financing Program and Subsidized Warranty Program recommendations are
interesting and crealive concepts that we will share with our decentralized wastewater system
stakeholders and partners to evaluate further.

We appreciate the unique perspectives offered by the board and the financing
recommendations provided to address the challenges in this area. Again, thanks to you and the
other members of the Environmental Financial Advisory Board for the work that vou engage in on
behalf of the EPA.

Respectiully vo
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200 Prsasyivasiy Ave, NW o« Ay Cope THIHA = Wasinsorox, DO 20160 » {209) 3611700 o Fyy: (202) 501-1 150

e’ This papar s prntad waih vegofable-c -based 1ks and 15 100-parcent postConsuntar recyn ed mates al, ch onne-free-procassed pig recyclable









Environmental Financial Advisory Board

EFAB
Members Funding Strategies for Decentralized

Thomas, Interim Chair WaStewater SyStemS

Brent Anderson
Aure]l Amdt

Lori Beary
Janice Beecher

William Cobb

Edwin Crooks

Hope Cupit

Lisa Danjel November 2017
Marie De La Parra

Yvette Downs

Heather Himmelberger

Jeffrey Hughes

David Kane

Suzannhe Kim

Pamela Lemoine

lames McGoff

G. Tracy Mehan, 111

Chris Meister

Joanne Throwe

Jeffrey Walker

Jenifer Wasinger

Richard Weiss

EPA Designated
Federal Official

Mike Shapiro This report has not been reviewed for approval by the U.S. Environmental
Protection Agency; and hence, the views and opinions expressed in the
report do not necessarily represent those of the Agency or any other
agencies in the Federal Government,

Printed on Recycled Paper































































Publication #830R18001



Appendix A: Council of Infrastructure Financing Authorities’ Information

- ~ Total Number =~
Total Amount = and Doliar
of Available Value of

Funding Projects

l Year
. Program
Started

State/General
Description

Funding -
Source

Program Features

Website Referen'ce-

Funded

e 52,000 loan

lowa - funding 2003 Recycled SRF | S1 mmin $15 mm for minimum www.iowalinkeddeposit.com
through a linked Funds Loans per year | 1,840 projects ¢  Maximum
deposit program since 2003 loan term of
10 years

e 3% loan rate
Minnesota — funding 38 technical Technical assistance | www.mn.gov/pfa {and then
from the Small N/A Clean Water N/A assistance grants of up to the “Infrastructure Funds
Community Legacy Fund grants for 51.1 | $60,000 for site and Projects” link}
Wastewater mm and 13 evaluation, feasibility
Treatment Program; construction studies and
two different non- projects for construction
point source loan $7.8 mm, since | loans/grants to build
programs within the 2007 community soil-
CWSRF. Program can based treatment
fund individuals systems
directly or through a
bank participation
loan process
North Dakota — No N/A N/A N/A N/A N/A N/A

program




Appendix B: EFAB Recommended Financing Program Matrix

- Recomunendation Description . = -

. Advanta_geé

Chalienges/Concerns

Direct Financing through the State Revolving Fund
Program - on a tax-exempt or taxable basis with the
municipalities aggregating the homeowner loans and
providing a general obligation pledge or other security to
meet any personal/homeowner credit concerns.

Below-Market Interest Rate
Economies of Scale relating to
the Bond Issuance Costs
Potentially Large Funding
Source — depending upon SRF
program assets

Tax Analysis Needed —to
determine tax-exempt status;
otherwise taxable financing at
slightly higher rates

Funding Limitations — due to tax
restrictions

Active Involvement of the
Municipalities — in aggregating
and securing the homeowner
loans

Water Infrastructure Pooled Loan Financing Program -
which is a new funding structure/program and can
provide not only a significant amount of funding copacity
but also a relatively lower cost for homeowners.

Potentially Lower Cost of Funds
— relative to the homeowners’
alternative cost of funds
Economies of Scale relating to
the Bond Issuance Costs

New Funding Program —
expanded funding capacity

Higher Loan Rates —than the SRF
program due to new program
status (less number of borrowers
and borrower diversity)

Legal Authority may be need — to
create this program

Possible Administrative and
Staffing Challenges — if managed
by SRF staff
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